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President's Introduction - The President opened by welcoming the 
visiting Senators and Congressmen to this annual meeting. Ho outlined 
the subjects which would be covered and the people who would cover 



As a keynote to the meeting, the President emphasised that for the 
last five or air years the Administration has pursued a continuing pro- 
gram with which the legislators are familiar. This program, of a 
bipartisan nature* has essentially followed that of the previous 
Administration, oven considering the opportunity at the end of the 
Korean War for a re -evaluation of our foreign and defense policies. 
The President stated that there is no point In going back to the begin- 
ning of our policies in this discussion; therefore this discussion Is 
designed to concentrate on developments of the current year. 

The President then pointed out that during the budget season we tend 
to become dollar conscious and to measure all things in monetary terms. 
He emphasised, however, that for his part he had spent many concen- 
trated weeks studying our security programs to Insure that, although 
they had been carefully screened to eliminate ail identifiable duplications 
and excesses, they had not been drawn on a dollar basis, but are, 
rather, tailored to security requirements. He emphasised the aeceesity 
for attaining a posture with regard to security that the United Stateo 
can continue to maintain over a period of time. 

The President then expressed his appreciation for the Leaders' staunch 
support during recent crises in the Middle Cast and the Far East and 
stated that be was confident that such bipartisan cooperation would 
continue. He then Introduced Sec. Dulles whose subject wae the world 
situation. 

The World Situation - Sec. Dulles continued the presentation with the 
recognition that the legislative leaders are familiar with the broad out- 
lines of Administration foreign policy. In assessing the events of this 
last year, he observed that the most significant pattern at present is 
the great growth factor in Communist countries. In a state characterised 
by despotism, secret police, and ruled labor, there are possibilities of 
economic growth which we do not possess in a free society. While this 
situation continues to prevail in Communist countries we may expect a 
rate of growth in heavy industry, in armamente, and in other fields 
which are not possible to us. 

The Secretary then defined "capital growth" as the difference between 
production and consumption. This capital growth is great in Communist 
countries; and it has brought about a feeling of exuberance among them. 
This growth factor cannot be affected by ue from the outside, ehort of 
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an action such at preventive war. which is unthinkable. W* are there- 
fore capable only of printing this Communist lyitim from prevailing 
ov.r therest of the world. pending a change. There have been eucourag- 
lag eigne la this direction during the past year. 

The StcreUry cited as our flret requirement a capacity and a will to 
resist Communist encroachment wherever in the world it **•"•«• «• 
cited during the past year three episodes, one of which is i still pr«»U; 
ing. which test this essential will and capacity, namely, the Middle East 
operations in which the United States sent troops to Lebanon and aid to 
the British in Jordan; the Far last situation, la the Taiwan Straltsj and 
the current Berlin situation. 

Sec. Dulles etated that he recognises the existence of dlfferencee of 
opinion concerning the wisdom of the exact courses of action followed 
in the Middle East and Far Easts hut he pointed out that our capacity and 
will to resist Communist encroachment were demonstrated by these 
actions. 

Ths Secretary went on to voice hi* opinion that peoples of the Middle 
East and Far East are beginning to show fear of Communist encroach- 
ment. There is more concern over possible Sino-Soviet economic 
domination among neutralists than ever before, the awakening being 
most evident in India. Burma, Indonesia and ths UAR. 

Turning to Berlin, the Secretary expressed the opinion that the situation 
there maybe the most difficult of ths three, since la tale iastaace the 
Soviet* caa make our position untenable without shooting first, that Is, 
by mere interdiction of access routes. In the recent NATO meeting at 
Paris, the Secretory observed a firm resolve on the part of all not to 
be driven out of Berlin, and a realisation that if such should occur it 
would be the beginning, If not the end. of a series of disaster*. W* 
have offered to discuss the Berlin question with the Soviete in a larger 
contest) however, their response is in doubt. The Secretary reltsrated 
that this is a difficult situation from a technical viewpoint. 

Mr. Dulles then observed that Mr. Mlkoyan i* In the United States and 
that he would see him in a few minute* — and that the legislative Under* 
would probably see Mlkoyan also. Mlkoyan, in his vi*w, 1* here to 
"spy us out" and to learn whether we are strong and unified. In this 
context, all those who see Mlkoyan should indicate that the Units d States 
desires peace, but aot peace at aay price; bipartisan ualty is of great 
Importance la our dealing with this high Soviet official. 

la conclusion, the Secretary expressed the view that time is working for 
u* if we use this time correctly. The economic growth factor, the 
reason for Communist exuberance, cannot be perpetuated. To support 
his point, the Secretary quoted Winston Churchill in his second volume 
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of History of The Englieh Speaking Peoples, which lUUd that a servile 
population is necessary in order for a despotic system to survive. Tha 
Soviets have thus far bean able to exploit servile populations* but the 
economic system which they are now implementing means that some de- 
gree of education is essential among the population to support it. This 
education will militate against an attitude of servility. (Khrushchev, 
In a recent speech, had felt it necessary to hold out hope of shorter hours 
to the Soviet laboring man. This, in the view of the Secretary, indicates 
that there is already pressurs from Soviet labor. ) The Secretary con- 
tinued with the opinion that Khrushchev cannot go on holding out hopes 
forever. 

Sec. Dulles emphaeiaed, however, that tha currant dangers are great. 
The economic growth factor must not ba overlooked. In addition, * 
dangerous factor is the matter of personalities. Khrushchev is Ukranian, 
impulsive and emotional rather than calculating, as ware Molotov and 
Stalin. This fact increases the danger of a miscalculation on his part. 
In addition, we must contend with Mao, who has instituted a system of 
communes, almost unprecedented in its disruptive Influence on the lives 
of people. To justify such action, Mao needs foreign Justification. This 
takes the form of a supposed danger to China from tha United States. 

All this adds up to a dangerous psrlod we are in; but the Secretary be- 
lieves our policies will hold the situation while our example will have 
effect on the entire world. He feels that eventually the current abnormal 
situation will change. 

(This ended tha Secretary's presentation except for an informal exchange 
on the nature of the Mikoyaa visit and tha time of the President's inter- 
view.) 

Defense I 

General Program - Sec. McElroy opened tha Department of 
Defense presentation by pointing out the relationship between the world 
situation, as Sec. Dulles had outlined it, and the responsibilities of the 
Department of Defense to protect our security and to support tha 
Presidsnt and the Secretary of State In their prosecution of our foreign 
policy. 

The general basis on which tha I960 Defense budget has been 
planned rests on two principles: (1) deterrence of general war by the 
maintenance of a capability to retaliate with large weapons. This force 
Is necessary and fundamental, and serves to ensure that limited opera- 
tions, such as described by Sec. Dulles, do not spread into general war; 
(Z) equally pressing, the capability to apply force promptly as aseded 
in local conflict eituatioaa. Theae situations are always different. 

He emphasised the importance of the naval forces in the Middle 
East and Far East situations and of land forces in the current Berlin 
situation. 
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In pasting, Mr. McElroy mentioned that he had no Intention 
of downgrading the Importance of air defense and tho Importance of 
••a lanes* . 

Mr. McElroy then pointed out that the actual budget approach 
taken by DoD was based on two points of views (1) to find programs of 
unquestioned essentiality and to prees forward in these programs to the 
limit of our technical knowledge. (Here be used the example of the re- 
lease of $300 million out of $600 million appropriated by the Congress 
in exceee of the Administration's request for FT 1959.) (2) to examine 
rigorously all programs, to identify which have been overtaken and 
should be cut back. 

Mr. McClroy then paseed from the budget to the implementa- 
tion of the reorganisation bill, which action Is nearly completed. It 
Involved: (1) reorganisation of the Joint Staff to include abolition of the 
executive agent system as of January 1 — all unified commanders now 
report to the Joint Staff, (2) the appointment of a Director of RfcD, Dr. 
York, a man of fine qualifications} and (3) the redrafting of volumes of 
papers such as ♦'functions" papers. This process is not completed and 
will last until possibly February L 

Mr. McClroy then mentioned two items of legislation which he 
felt will have an impact on the Congress. Theee are the extension of 
the Selective Service Act for a four-year period and the renewal of the 
Renegotiation Act. He admitted that there will be other legislation re- 
quested, but not of euch a major nature. 

Mr. McClroy then outlined the subjects subsequently to be 
covered by the rest of the Defense team. In response to a question by 
Rep. McCormack on the subject of the use made of complete authority 
to transfer programs within the Department of Defense, Mr. McElroy 
answered that It would not be possible to detect a major shift in 
direction, because such actions bad previously been taken in this area 
on advice from the Department of Defense Counsel. However, the 
legislation passed by Congress in 1938 had clarified the problem, and 
the Department of Defense is moving effectively la this direction. 

Force Levels - Oea. Twining outlined the force structure for 
FT 1960: 

Army - Tho Army would be organised with 14 divisions (9 infantry, 
3 armored, 2 airborne), organised in the pentomie pattern. Five of 
these divisions would be in Europe; three would be in the Pacific, with one 
in Hawaii and two under-etrength divisions in Korea. (Of these two. 25% 
of the combat troops and 60% of the support troops would bs Korean. ) 
Of tho remaining six divisions, located in the CONUS, the three STRAC 
divisions would be maintained in a high state of readiness. Oen. Twining 
then pointed out that the Army bae other non-divisional units which raise 
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not adequately appreciated by the Congress. (It allows American 
firms to sell t«t books abroad for soft currencies and subsequently 
exchange that currency with the USIA for dollars. ) 

Son. Johnson ascertained that tho USIA rsquest would bs approxl- 
mately $6 million above 1959. Ssn. Fulbrlght voiced hie hearty 
approval of Mr. Allen's general objective and Mr. Allen's approach 
to achieving it. 



The President Invited further comments. When none materialised, 
the meeting concluded with an exchange of thank-yous between the 
President and Speaker Rayburn. 



(Sections on the World Situation and Defense Programs reported by 
Major Eisenhower. Remainder reported by Minnlch. ) 
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